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A Study of High-Mix, Low-Volume Production of VMI Critical Factor
Implementation and Supplier Selection Index— for the Case of EMS
Industry

Student : Wen-Hua Han Advisor : Dr. Der-Baau Perng

Degree Program of Industrial Engineering and Management
National Chiao Tung University

ABSTRACT

As the progressing of global supply chain and the changing of
consumer behavior, the manufacturing industries have to change their
business process accordingly. The VMI (Vendor Managed Inventory)
Approach, which has been implemented in the manufacturing industries
for many years, has brought great benefits to the EMS (Electronics
Manufacturing Service) industry. The inventory was greatly reduced and
the cash flow was much more increased. In recent years, HMLV (high
mix low volume) production modelarises and LMHV (low mix high
volume) production model is replaced. When VMI approach is to be
implemented by manufacturing/companies, itis to reconsider how to have
the partners, including suppliers and-the channels cooperate with each
other so as to expand the effects ofimplementing the VMI approach. This
research is to study the critical“successful factors of implementing VMI
and the selection index of the suppliers.: The EMS industry was used as an
example, under HMLV production model, through questionnaire survey,
in this paper, We found that :

1. “Quality” is still the most important factor when VVMI approach is to
be implemented. "Delivery” is the second one.

2. The critical successful factor of implemented VMI for EMS industry
and their suppliers depends on the resolution of how the VMI
approach was executed.

3. The first-tier supplier of EMS industry has had the capability to
execute the VMI under HMLV production model; there is no obvious
difference between EMS industry and other industries in selecting
their supplier under the HVLM (high volume low mix) production
model.

Keyword : VMI ( Vendor Managed Inventory )
EMS ( Electronics Manufacturing Service )

HMLV (High mix low volume)
Supplier selection
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Evolution of Manufacturing Systems

Manufacturing System One ata Time Mass Production | | Mass Production T | Agile Manufacturing High_mix, Low_wolume
Computer-aided
machines,

Worker- Interchangeable Automation, design, information | Rapid response, minimum
Chief Characteristic Dependent parts Organized Systems management warehouse
Lot Size Small Large Very Large Medium Small

Craftsmen with
Worker Skill High and broad standardization Awerage to low Low to medium High to low
Varies, usually
Product Life Cycle long Varies, usually long Very long Short Very short
Product Variability Infinite Restricted Very little High Very high
Manufacturing Lead Time Long Medium Very long Short Very short
Work in Process Lowor none High Huge Low, but significant Close to none
Mixed, with excellent data

Degree of automation None Some Highly automated Highly automated tracking
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